
COMMONWEALTH OF KENTUCKY 

BEFORE THE UTILITY REGULATORY COMMISSION 

* * * * * *  

I n  t h e  Matter o f :  

APPLICATION OF THE GARRARD 
COUNTY WATER ASSOCIATION, INC. ) CASE NO. 7926 
FOR AUTHORITY TO ADJUST RATES 

O R D E R  

On J u l y  2 9 ,  1 9 8 0 ,  Garrard  County  Water A s s o c i a t i o n ,  I n c .  

( A p p l i c a n t ) ,  a water u t i l i t y  s e r v i n g  a p p r o x i m a t e l y  1 ,044  consumers ,  

f i l e d  i ts  A p p l i c a t i o n  s e e k i n g  a u t h o r i t y  t o  i n c r e a s e  i ts rates t o  

p r o d u c e  a n  i n c r e a s e  i n  r e v e n u e  of $53,815.93, a n  i n c r e a s e  of 

a p p r o x i m a t e l y  31 .413 .  

The p r o p o s e d  r a t e s  a n d  charges w e r e  s u s p e n d e d  f o r  a p e r i o d  

of f i v e  (5)  mon ths  on  a n d  a f t e r  Augus t  1 8 ,  1980, by t h e  Commiss ion ' s  

order e n t e r e d  J u l y  29, 1980. A s e c o n d  order e n t e r e d  August 13, 

1980, set  a p u b l i c  h e a r i n g  t o  be h e l d  November 5, 1 9 8 0 ,  a n d  ordered 

t h e  Applicant  t o  p u b l i s h  notice of s u c h  hea r ing  i n  accordance w i t h  

Kentucky l a w  a n d  t h e  r u l e s  a n d  r e g u l a t i o n s  of t h i s  Commission. 

T h e  h e a r i n g  w a s  h e l d  as  s c h e d u l e d ,  w i t h  a l l  p a r t i e s  of 

i n t e r e s t  h a v i n g  first b e e n  d u l y  n o t i f i e d  a n d  t h e  D i v i s i o n  of 

Consumer I n t e r v e n t i o n  of t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  b e i n g  t h e  

o n l y  i n t e r v e n o r  of record. The matter is now c o n s i d e r e d  t o  b e  

f u l l y  s u b m i t t e d  f o r  f i n a l  d e t e r m i n a t i o n  by t h i s  Commiss ion .  

TEST PERIOD 

The A p p l i c a n t  p r o p o s e d  and  t h e  Commiss ion  h a s  a c c e p t e d  

t h e  t w e l v e  ( 1 2 )  month p e r i o d  e n d i n g  May 31, 1 9 8 0 ,  f o r  t h e  p u r p o s e  

of d e t e r m i n i n g  t h e  reasonableness of t h e  p r o p o s e d  rates. Pro 

forma a d j u s t m e n t s  h a v e  been i n c l u d e d  where  found  t o  be J u s t  and 

r e a s o n a b l e .  

REVENUES A N D  EXPENSES 

The A p p l i c a n t  proposed several  pro f o r m a  a d j u s t m e n t s  t o  

its o p e r a t i n g  statementL' and t h e  Commission is oi t h e  opinion 
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t h a t  t h e s e  adjustments are necessary t o  p r e s e n t  a f a i r  a n d  accurate 

d e s c r i p t i o n  of t h e  A p p l i c a n t ' s  o p e r a t i o n s ,  w i t h  t h e  f o l l o w i n g  

e x c e p t  i o n s  : 

1. The Commiss ion  h a s  d e t e r m i n e d  t h a t  for r a t e - m a k i n g  

p u r p o s e s  t h e  amount of l i n e  l o s s  a l l o w e d  s h o u l d  be l i m i t e d  t o  

f i f t e e n  p e r c e n t  (15%), t h e r e f o r e ,  t h e  p u r c h a s e d  w a t e r  e x p e n s e  h a s  

been c a l c u l a t e d  t o  be $72 ,459 .35 . -  2/ 

2. The Commission h a s  f u r t h e r  d e t e r m i n e d  t h a t  $5,465 of 

c a p i t a l i z e d  labor s h o u l d  be o m i t t e d  from salar ies ,  thus making 

the expensed  p o r t i o n  $27,690.20.- 3/ 

3. The Commission is a l so  of t h e  o p i n i o n  t h a t  t h e  $239.14 

of addi t iona l  o f f i c e  s u p p l i e s  a n d  p o s t a g e  e x p e n s e  associated w i t h  

a n  increase i n  c o n s u m e r s  s h o u l d  be disallowed a s  t h e  A p p l i c a n t  

made n o  p r o v i s i o n s  f o r  a d d i t i o n a l  r evenues  t o  be g e n e r a t e d  by t h e  

increase i n  consumers. 

4 .  The Commiss ion  h a s  f u r t h e r  d e t e r m i n e d  t h a t  d e p r e c i a t i o n  

e x p e n s e  s h o u l d  be b a s e d  o n  t h e  o r i g i n a l  cost of t h e  u t i l i t y  p l a n t  

i n  service less con t r ibu t ions  i n  a i d  of c o n s t r u c t i o n .  The d e p r e -  

c i a t i o n  e x p e n s e  is t h u s  computed t o  be $21 ,864 .89 . -  4 /  

5. F i n a l l y ,  t h e  C o m m i s s i o n  b e l i e v e s  t h a t  t h e  $13,825 c h a r g e  

for s a n d b l a s t i n g  a n d  p a i n t i n g  of two w a t e r  s t o r a g e  t a n k s  s h o u l d  be 

amortiz.2.d over a f i v e  ( 5 )  y e a r  p e r i o d  i n s t e a d  of three years as  

p r o p o s e d  by t h e  A p p l i c a n t . -  
5/ 

Therefore, A p p l i c a n t ' s  ad jus ted  o p e r a t i o n s  at t h e  end of 

the t e s t  period are as follows: 

A c t u a l  Add u s t m e n t  s A d j u s t e d  

O p e r a t i n g  Revenues  $176,788 -77 $ ( 5 , 4 6 5 . 0 0 )  $171,323.77 
M a i n t e n a n c e  O p e r a t i n g  

1 3 3 , 5 0 4 . 7 7  2 0 , 7 2 0 . 7 8  1 5 4 , 2 2 5 . 5 5  
$ 4 3 , 2 8 4 . 0 0  $(26,185.78) $ 1 7 , 0 9 8 . 2 2  O p e r a t i n g  I n c o m e  (Loss) 

Interest Expense 4 1 , 5 7 0 . 5 4  4 1 , 5 7 0 . 5 4  

E x p e n s e s  - 8 
O t h e r  Income 
Net Income (Loss) 

10,061.19 
$ 1 1 , 7 7 4 . 6 5  

1 0 , 0 6 1 . 1 9  
$ ( 1 4 , 4 1 1 . 1 3 )  

2 /  C a l c u l a t i o n s :  (64,832,053 ga l lons  + 85%) X $.95/1000 
g a l l o n s - =  $72 ,459 .35 .  

3/ C a l c u l a t i o n :  $ 3 3 , 1 5 5 . 2 0  ( t o t a l  sa la r ies )  - $ 5 , 4 6 5  
( c a p i t a i i z e d  p o r t i o n )  = $27 ,690 .20 .  

4 /  C a l c u l a t i o n :  ( o r i g i n a l  cost of p l a n t  8 1 , 4 9 3 , 1 3 6 . 5 3  - 
cont r ibc t ions  i n  a id  of c o n s t r u c t i o n  $538,337.73) X 2.29% ( c u m u l a t i v e  
d e p r e c i a t i o n  rate used by A p p l i c a n t )  = $ 2 1 , 8 6 4 . 8 9 .  

5 /  C a l c u l a t i o n :  $13,825 i 5 y r s .  = $2,765/yr. 
g/ M a i n t e n a n c e  & O p e r a t i n g  Expenses i n c l u d e s  d e p r e c i a t i o n  

e x p e n s e ,  Commission h e a r i n g  e x p e n s e  and  amortization e x p e n s e .  T h e s e  
e x p e n s e s w c r e n o t  i n c l u d e d  by t h e  A p p l i c a n t .  
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OPERATING REVENUE INCREASE 

The  Commission f i n d s  t h a t  t h e  A p p l i c a n t  is e n t i t l e d  t o  

o p e r a t i n g  r e v e n u e s  e q u a l  t o  1 . 2  t i m e s  i ts a n n u a l  d e b t  s e r v i c e  

p l u s  o p e r a t i n g  e x p e n s e s ,  i n c l u d i n g  d e p r e c i a t i o n ,  therefore t h e  

i n c r e a s e  i n  o p e r a t i n g  r e v e n u e s  is computed as  f o l l o w s :  

7/ 1 . 2  X D e b t  S e r v i c e  Coverage- 
Adjus ted  O p e r a t i n g  E x p e n s e s  

Su b t  o t a1 

$ 6 9 . 2 1 8 . 4 0  

L e s s  : 

Adjusted O p e r a t i n g  Revenue $171,323.77 - 
O t  her Income 

S u b t o t a l  
101061.19 

$181,384.96 

I n c r e a s e  $ 42,058.99 

FINDINGS IN THIS MATTER 

The Commission, a f t e r  c o n s i d e r a t i o n  of a l l  t h e  e v i d e n c e  

of record a n d  b e i n g  a d v i s e d  is of t h e  o p i n i o n  and  F i n d s :  

1. T h a t  t h e  rates set out i n  Appendix " A , "  a t t a c h e d  hereto 

and made a p a r t  hereof, are t h e  f a i r ,  just and  r e a s o n a b l e  ra tes  

t o  be charged by t h e  A p p l i c a n t  and s h o u l d  p r o d u c e  a n n u a l  r e v e n u e s  

from t h e  sale of w a t e r  i n  t h e  a p p r o x i m a t e  amount of $213,382.76 

or t h a t  revenue needed to  cover A p p l i c a n t ' s  a d j u s t e d  o p e r a t i n g  

e x p e n s e s  and  p r o v i d e  a 1.2 c o v e r a g e  of i ts a n n u a l  debt s e r v i c e .  

2. T h a t  the rates proposed by t h e  A p p l i c a n t  a n d  set out 

i n  i is A p p l i c a t i o n  s h o u l d  be d e n i e d  i n  t h a t  t h e y  p r o d u c e  a n n u a l  

revenues i n  excess of t h a t  Pound r e a s o n a b l e .  

3 .  T h a t  t h e  A p p l i c a n t  s h o u l d  f i l e  w i t h i n  t h i r t y  (30) days 

of t h o  e f f e c t i v e  d a t e  of t h i R  Order its rcvlsod t a r i f f  s h e e t s  

s e t t i n g  f o r t h  i ts rates a n d  a l l  r u l e s  a n d  r e g u l a t i o n s  of t h e  

u t i l i t y .  

ORDERS I N  THIS MATTER 

The Commission, o n  the bas i s  of t h e  f i n d i n E s  h e r e i n b e f o r e  

set f o r t h  a n d  t h e  ev idence  of record i n  t h i s  m a t t e r :  

HEREBY ORDERS t h a t  t h e  rates set o u t  i n  Appendix "A," 

a t t a c h e d  hereto and  made a part horoc>P,  arc? t h e  f n l r ,  J u R t  and  

reasonable rates t o  be c h a r g e d  for water s e r v i c e  r e n d e r e d  by t h e  

A p p l i c a n t  o n  and a f t e r  t h e  da te  of t h i s  O r d e r .  

- 
- 7/ C a l c u l a t i o n :  P r i n c i p a l  o n  Long Term D e b t  $ 1 6 , 1 1 1 . 4 6  

I n t e r e s t  Expense  41 570.54 
Debt Service $57,682.00 
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IT IS FURTHER ORDERED t h a t  t h e  rates proposed by t h e  

Appl i cant  and set out i n  its A p p l i c a t i o n ,  i n s o f a r  as  t h e y  differ 

from those approved i n  Appendix " A , "  be and hereby are d e n i e d .  

IT IS FURTHER ORDERED t h a t  t h e  A p p l i c a n t  f i l e  w i t h  t h i s  

Commission w i t h i n  t h i r t y  (30)  d a y s  of t h i s  Order its revised 

tariff s h e e t s  s e t t i n g  f o r t h  its rates and all r u l e s  and regula- 

t i o n s  of t h e  u t i l i t y .  

D o n e  at Frankfort, Kentucky,  t h i s  18th day of  December, 1980. 

UTILITY REGULATORY COMMISSION 

D i d  not participate 
C b 4 ' r m a n  

ATTEST : 

S e c r e t a r y  



APPEND I X "A" 

APPENDIX TO A N  ORDER OF THE UTILITY REGULATORY 
COMMISSION IN CASE NO. 7926 DATED DECEMBER 18, 1980 

The following rates are prescribed for the customers in 

the area served by Garrard County Water Association. All other 

rates and charges not specifically mentioned herein shall remain 

the same as those in effect under authority of the Commission prior 

to the date of this Order. 

Residential, Farm and Small Commercial 

5/8" X 3/4" Meter Schedule 

First 1,000 Gallons $ 7.75 (Minimum Bill) 

Next 1,000 Gallons 3.75 per 1,000 Gallons 

Next 1,000 Gallons 2.75 per 1,000 Gallons 

Next 2,000 Gallons 2.25 per 1,000 Gallons 

All Over 5,000 Gallons 1.75 per 1,000 Gallons 

Large Commercial, Dairy Farm, & School Connections 

1" Meter Schedule 

First 5,000 Gallons $ 18.75 (Minimum Bill) 

All Over 5,000 Gallons 1.75 per 1,000 Gallons 

13" Meter Schedule 

F i r s t  10.000 Gallons 

All Over 10,000 Gallons 

2" Meter Schedule 

First 25 ,000  Gallons 

All Over 25,000 Gallons 

$ 27.50 (Minimum Bill) 

1.75 per 1,000 Gallons 

$ 53.75 (Minimum Bill) 

1.75 per 1,000 Gallons 

Bulk Sales 

$3.00 per 1,000 Gallons 


